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Abstract 
Beginning with the traditional methods of cooperation between states, as of 1962, on the suggestion of the European Commission the 
grounds were set for a project of particular importance, respectively the achievement of the Economic and Monetary Union, a project 
that may be regarded as a modern approach of the European construction.Starting from this hypothesis, in the paper we have made an 
analysis of the outcomes achieved as result of the measures adopted by Romania in view of integration into the Euro-area, 
highlighting the special impact that this process generates on the national fiscal and budgetary policy, on the business and social 
environment at large.Yet, the Euro-
the targets established in the Maastricht Treaty, by instruments of fiscal-budgetary and monetary policy, as this justifies the 
comparative analysis of the development of earnings level and budgetary expenditures of Romania with the ones recorded in the 
European Union, by particularising the Euro-area, but also the analysis of budgetary prospects on medium- and long-term, realised in 
the present work. 
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1. Introduction 
By means of fiscal policy the government decides how the resources required to the social and economic 
environment are obtained, as well as how they are distributed for collective consumption and investments.  
The particular impact of Euro-area accession on the fiscal-budgetary policy in a time of economic instability, 
due to the influence of the economic-financial crisis implies taking up again, gradually, the economic growth by 
promoting and adopting some prudent macroeconomic measures that would lead to facilitating the operational process 
of automated stabilisers.  
 
2. EMU and Euro-Area Chronology 
The road to Euro was started long time ago, once with the first proposal of the European Commission regarding 
the Economic and Monetary Union from 1962, followed in 1971 by the presentation of a roadmap for an Economic and 
Monetary Union within the Community, known under the name of the Werner Report, which had as finalisation date the 
year 1980. 
On March 13th, 1979 a time when Europe was faced with high instability generated by inflation increase and 
exc
objective of ensuring the stability of the exchange rates. Shortly thereafter, as result of the Inter-governmental 
Conference from Milan was adopted in 1986 the Single European Act a document providing for a significant change of 
the Treaty from Rome, finalising the Internal Market and the European Political Cooperation. Two years later, the 
 
* Alina Georgiana Solomon. Tel.: +4-072-837-8956  
   E-mail address: alinagsolomon@yahoo.com 
© 2012 Published by Elsevier Ltd. Selection and/or peer review under responsibility of Prof. Dr. Huseyin Arasli
Available online at www.sciencedirect.com
© 2012 Published by Elsevier Ltd. Selection and/or peer review under responsibility of Prof. Dr. Hüseyin Arasli
Open access under CC BY-NC-ND license.
Open access under CC BY-NC-ND license.
734   Alina Georgiana Solomon /  Procedia - Social and Behavioral Sciences  62 ( 2012 )  733 – 738 
Council from Hannover.  the creation of EMU, describing the economic and 
monetary policies necessary for fulfilling this objective by mentioning three necessary stages for creating this union in a 
 
1. eliminating exchange controls; 
2. coordinating economic policies and beginning with the creation of ESCB; 
3. irrevocable determination of parities and introducing the single monetary unit. 
Signed on 7 February 1992, the Treaty of Maastricht enforced one year later (November 1993) establishes 
the date of adopted the single monetary unit on January 1st, 1999. It provided for three phases: fulfilling the 
conditions of monetary and budgetary convergence required from any state participating to the monetary union, the 
creation of the European Monetary Institute and of the European Central Bank, followed in the third phase by 
irrevocably fixed exchange rates and the single monetary unit introduced as in the Euro area a single monetary 
policy would have been enforced. 
coordinating national fiscal policies within the Economic and Monetary Union. The Pact was created for supervising 
the stability of public finances, an important requirement for the well-  
Today, the Euro-area is a monetary area consisting of 17 member-states: Austria, Belgium, Cyprus, Finland, 
Estonia, France, Germany, Greece, Ireland, Italy, Luxemburg, Malta, the Netherlands, Portugal, Spain, Slovenia, and 
Slovakia which as result of giving up their national coin have adopted Euro as unitary coin.  
 
 
 By fiscal policy we understand the assembly of measures, collection actions and use of financial resources 
initiated and implemented by the government with the purpose of realising and maintaining the macroeconomic 
balance within the real economy. At the same time, it becomes applicable with the aid of fiscal instruments, 
respectively of duties, taxes and other compulsory payments and governmental expenditures. 
 . Starting from these theoretical aspects and considering the major objective of the state, respectively to 
become a member-state of the Euro-are, under budgetary aspect it is required to maintain a deficit under the limit of 
3%of the GDP and of the public debt at 60% of the GDP as provided by the convergence criteria. To this end, I 
consider that it is necessary to apply a coherent and continuous fiscal policy on medium- and long-term. Yet, this 
represents the main inconsistency of the fiscal reality from Romania. 
 Even though the main objective of this period is represented by the economic re-launch and integration 
into the Euro-System as provided for the year 2015, this is conditioned by the implementation of some measures, 
among which we mention: 
 
national budgets; 
 correction of macroeconomic imbalances, in particular at the level of the current accounts, by revising the 
systems of establishing wages or structural reforms that would pursue the increase of productivity; 
 reform of the banking system; 
 reform of the pension system; 
 ; [3] 
to a large extent the state adopted for the last years a discretionary fiscal policy characterised by frequent changes 
either of direct takes such as, for instance, the implementation of the minimum tax for taxpayers of tax on profit, or 
tax on the incomes of microenterprises, or flat tax (methods for taxing which were given up after only a short time), 
or enforcing the measure of VAT increase from 19% to 24% (in the year 2010), or the destination of budgetary 
expenditures, the latter without proving the efficiency and quality of their allotment, contrary to the requirements 
mentioned in the numerous agreements signed up to now.  
But, for efficient and effective implementation of the discretionary fiscal policy, the required instruments 
imply starting and finalising some projects of public works on long-term with the purpose of creating jobs for 
unemployed on the labour market and triggering the effect of circumscribing the real economy on an increasing, 
credible trajectory. In opposition to this, on short-term, projects can be initiated in the public sector and, as last 
instance, the temporary change of the taxation system which, as we know, may be used both for stimulating but 
also for diminishing economic activity. 
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In relation to the change of the taxation system, processing data by 
 economic-financial crisis and ensuring  the environment 













                         Figure 1. Evolution of budgetary incomes on sources  origin as share in GDP in Romania during 2007-2010 
 
As result of analysing the development of budgetary incomes, on the sources of their origin highlighted in 
figure 1 it is noticed a low level of the incomes from direct and indirect taxes that are maintained under the level of 
25% for the entire analysed period. The value of budgetary cashing both quarterly and annually prove the negative 
effects of frequent budgetary rectification adopted in view of harmonising and coordinating the national fiscal 
f improving the fiscal national management.  
Even though the reform attempts have aimed mainly indirect taxes, preponderantly VAT and excises, the 
main share in the formation of public resources is represented by the direct taxes. In this framework, the highest 
share is held by taxes on wage earnings and other incomes, recording an average of 3.56% in 2007, followed by an 
increasing trend in the year 2008 of 1.41 pp, returning in 2009 and in the first quarters of the year 2010 to 3,9%; 
 held by social insurances contributions, with about 30% from total incomes and approximately 
 
Public resources realised from indirect taxes have registered a decrease of up to 9.23% due, mainly, to 
goods and/or services consumption diminishment as effect of the economic-financial crisis. This aspect is proven 
by the decrease of the VAT share in total incomes from 25% in the period 2006-2008, to 21.91% in the year 2009, 
and 20.13% for the first quarter of the year 2010, followed by an increase in the following quarters of 24.4% due to 
enforcing the VAT of 24%. 
As result, compared with Euro-area-16 countries, where the share level of budgetary incomes in GDP was 
of: 45.3% in 2007, 44.9% in 2008 and 44.5% in 200
lower than the Euro-  
subjected to unjustified changes sometimes originating in variations of the amount or their destinations, as 
compared with the Euro-area countries (16) or EU (27), these were maintained in the recorded limits. In figure 2, 
based on Eurostat (http://epp.eurostat.ec.europa.eu), is presented the share of the general budgetary expenditures in 











                                                      Data source: Eurostat, http://epp.eurostat.ec.europa.eu 
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4. R -area. 
Under these conditions, the fulfilment of set targets, respectively of the budgetary deficit level as share in 
GDP and of total debt in GDP, implies the analysis of the outcomes generated by the adopted fiscal and budgetary 
measures, measures that influenced both the internal and external balance, at the same time being necessary the 
identification of required measures to be implemented in view of redressing and maintaining the indicators within 
the limits provided by the Treaty. 
In the case of Romania, the analysis performed based on the Eurostat data reveals that the budgetary 
deficit expressed as share in Gross Domestic Product was maintained under the limit of 3% in the year 2007, being 
of 2.5%, followed by an increase of up to 2.9 pp in 2008, and reaching by 2009  8.3%. As result of the worsening 
economic situation, confronted severely by the crisis, the fiscal-budgetary situation deteriorated, and the target for 
the budgetary deficit for the year 2010 seemed to have been missed. In this context, according to the Annual Report 
of the Fiscal Council, 
budgetary deficit by 2.3% of GDP, mainly by temporary cut-offs of public sector wages by 25% and by15% of 
 
Following the adoption of these measures, the data for 2010 indicate a level of the budgetary deficit of 6.4 of 
GDP (the established target having a margin of 0.3% of GDP), under the level of 7.3% estimated by the European 
Commission autumn forecast. For the year 2011, the consolidated budgetary position expressed as share in GDP 
indicates a deficit value of 4.4% of GDP. 
On medium 
targets being under 3% of the GDP in 2012, 2.5% of GDP in 2013, and 1.8% from GDP in 2014 (figures according 
 [7] 
Yet, the deficit of the consolidated budget cannot be regarded as the suitable indicator for evaluating the 
efficiency of fiscal policy, therefore modern public finances draw attention on separating the structural side of the 
budget, regarded as more active and influenced by the discretionary measures from the cyclic side of the latter, as it 
is passively influenced by the phases of the economic cycle; to this end, it is necessary to determine the structural 
budget balance, that would allow for: 
 identifying the changes of the fiscal-budgetary position; 
 evaluating the public finances sustainability; 
 evaluating the impact of fiscal policy on aggregated demand; 
 quantifying the fiscal incentive, etc. 
















                              
                                         Figure 3. Evolution of structural balance and fiscal incentive in 2007-2012 
 
The consequence of identified deficits within the consolidated budget of Romania imposed the attraction 
of internal and external funds, the share of the financing sources for the debt is 40,39% for state loans, 18,66% for 
state bonds and 17,91% for treasury bills, according with 
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At the same time, the public debt expressed as share in GDP recorded a medium- and long-term increase, 
but if we relate to its value of 25.1% corresponding to the year 2001, that reached 37.75% in 2010, as compared 
with the values of 30% from 2009 and approximately 21.33% in 2008. Consequently, worrisome is its growth rate, 
under the pressure of severe cumulated internal and external pressures in Romania during this period, reason for 
which it becomes necessary to implement measures for economic growth at national level, to support NBR efforts 
for valuation of the national coin against Euro, and to expand the maturity of state bonds, and implicitly of the 
average reimbursement period of the public debt portfolio, as provided for in the Fiscal-Budgetary Strategy 2011-
2013. 
Regarding the situation of the budgetary deficits in the Euro-area countries, it can be mentioned that these 
deteriorated, registering an increase of this indicator at the same time with the beginning of the economic and financial 
crisis, which increased the distrust of participants to the financial markets in the sustainability of public finances. In the 
period 2007-2009, the average of the Euro-area deficit expressed as share in GDP was of 1.8% for the year 2007, 3.4% 
for 2008, and 5.9% in 2009, reaching according to the forecast of the European Commission 6.3% in 2010, much above 
the convergence criteria established by the Treaty from Maastricht. 
. In this context, the adoption of fiscal consolidation measures was necessary, correlated with the annulment of 
fi
 
the public sector. At the same time, the triggering of the excessive deficit procedure become unavoidable, the limited 
period in view of its diminishment being 2011 to 2015. 
From the viewpoint of the public debt, its share in GDP increased in 2011, yet the growth rate was lower than in 
the year 2009. In accordance with the Report of the European Central Bank from 2010, the average share of the public 
debt in GDP had an increasing trend from 79.2% in 2009, to 84.2% in 2010, and this was a result of the  
 
The reference level of 60% was exceeded at the end of 2010 in 12 from the 16 member-states of the Euro-area 
of that period and much over 100% in the case of Greece and Italy. 
 
5. Impact of Euro-area accession on the fiscal-budgetary policy of Romania. Conclusions 
The period of accession to the Euro-area under the influence of the crisis implies an essential change of the 
fiscal-budgetary policy of Romania, yet this change should not imply the excessive growth of the taxation level in view of 
redressing the deficit targets and, implicitly, the debt, because the effect of this measure is the discouragement of 
economic agents, and investors and generates a diminishment of consumption, while also deepening fiscal evasion. As 
result, the change becomes an element of generating expenditures at the budget level (a concrete example would be the 
turning of employed into unemployed, fact which attracts a series of social costs), and a factor of diminishing budgetary 
incomes by a deepening deficit and corresponding costs. 
In the contents of the paper we have reminded some of the discretionary measures of the fiscal policy, yet from 
the three discretionary measures that were intended for enforcement, only the frequent changes of the taxation system are 
existing within the European Union, respectively in the EMU countries, yet without assuming them. From the viewpoint 
of achieving the public works projects, these did not succeed in attracting the labour force existing on the domestic 
market, have attracted additional expenditures, and postponements of the finalisation terms, etc., so that this instrument of 
discretionary policy was also not accordingly applied, and public sector employment projects are nonexistent. 
Under these conditions, economic redress becomes increasingly harder to achieve and maintain, being left, 
 
Still, the solution lies in strengthening economic governance at national, and European level, in particular within 
the Euro- ing and 
counteracting excessive imbalances and assuring the sustainability of public finances. 
It contains requirements regarding the budgetary frameworks of member states, consolidation of budgetary 
positions, clarifying the excessive deficit procedure, efficient enforcement of budgetary supervision in the Euro-area, etc. 
In conclusion, in order to benefit from the favourable outcomes of enforcing such measures, these must be 
differentiated depending on the standard of living of the citizens from various countries, and on the adjustment 
capacity to frequent changes, on developing the existing economic, social and politic environment in the entire 
Community area. 
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